LEASE

This indenture of Lease made and entered into this I S+—

day of &%ﬁmbgr‘ l9q§ by and.between F. Paul MecConkey,
hereinaftelr called "Lessor" and

LN ervices

hereinafter called "Lessee". \
1225, VA aySio 377-H408
1. Premises: The Lessor do;§ ﬁeregy lease to Lessee

and Lessee does hereby take and hire from Lessor that certain
space in Penn Plaza Industrial Park located at 1725 Pennsylvania
Avenue, Bremerton, Kitsap County, Washington, 98310, as
discribed below:

o

also see attached exhibit "A"

2. Term: The term of this lease is for a period of

| Veor
From: Seg-\—em\oer ‘= ‘qq3
o:__Septembec |, 1994

or shall be month to month. [:]
Lessor grants and gives to Lessee the right to extend this
lease. The option must be exercised by written notice to
Lessor at his last known post office address at least sixty
(60) days before the expiration of the original term of the
lease. Rental for any extended period shall be agreed upon
by the parties prior to the beginning of the extended period.
In the event that rental is not agreed to before the
commencement of the extended period, rental when set shall
be retroactive to the beginning of the extended period.

3. Payment of Rent

00
790'00 Gcwaj,z_ monthly Base rental rate qS-O
260, 0 6&nk329_

%

—

receipt of last month's rent

receipt of security deposit

TOTAL payment'ﬂ C\S—_O e

Lessee agrees to pay the base rent for the premises
without notice, or demand and without any offset or deduction




whatsoever. These payments shall be payable in advance of
the first day of each calendar month.

Adjusted Base Rent e/én

The Base Rent set forth above shall be increased
annually on January 1. This increase will be based ©on the
United States Department of Labor Index, bureau of Labor
Statistics Consumer Price Index for all Urban Consumers,
Seattle, subgroup "All Items" (1967 =.100). Since publication
of the Index is delayed, the Index for three (3) months prior
to January 1 will be used for calculating annual increases.
For example, an annual increasé on January 1, 1993 will be
obtained by dividing the Index for October 1, 1992 by the
Index for October 1991. -This percentage increase will be
applied to the present-base rent. The "Commencement date"
shall mean the begigdﬁng date upon which a 12 month period
of adjustment is bdsed. The Adjustment date is a date 12
. months later than the Commencement date and is the date when
the BASE rent s escalated.

Your "Commencement date" is » 19 .
Your Adjustﬁent date will be every 12 months later.

Lf e Index goes down, the base rent will not be decreased
for th period. When the Base Rent payable as of each
Adjus¥ment Date is determined, Lessor shall give Lessee written
notite of such adjusted Base Rent and the manner in which
it /was computed. The Base Rent as so adjusted from time
time shall be the "Base Rent" for all purposes under this
ease.

Interest and Late Charges

I1f Lessee fails to pay when due any Rent or other
amounts or charges which Lessee is obligated to pay under
the terms of this Lease, the unpaid amounts shall bear interest
at the rate of one percent (1%) per month. Lessee acknowledges
that the late payment of any Rent will cause lessor to lose
the use of that money and incur costs and expenses not
contemplated under this Lease, the exact amount of which
is difficult to ascertain. Therefore, in addition to interest,
if any such installment is not received by Lessor within
ten (10) days from due date, Lessee shall pay Lessor a late
charge of 20% of the monthly rental rate or 20 dollars,
whichever is the smaller. Such payment is for handling and
administrative charge and Lessee agrees that this late charge
represents a reasonable estimate of such costs and expenses
and is fair compensation to Lessor for the loss suffered
from such nonpayment. Acceptance of any interest or late
charge shall not constitute a waiver of Lessor's default
with respect to such nonpayment by Tenant nor prevent Lessor
from exercising any other rights or remedies available to
Lessor under this Lease.



4. Real Estate Taxes: Lessor shall pay the necessary
costs of real property taxes. Lessor shall be responsible
for the maintenance and repair of the roof, outside walls,
and foundation of the leased premises, and shall keep and
maintain the blacktop which is used for entry to the premises
and for parking in good repair. Lessee shall be entitled
to use the blacktop area for the purpose of travel by their
customers and parking by them, in common with other tenants
of lessor's property.

Lessee shall be responsible for the maintenance of the
interior of said leased premises and shall do any and all
redecorations at their sole costs and shall maintain the
interior of the premises in a neat and clean condition and
a reasonable state of repair during the term of this lease
or its extension.

5. Insurance:

) Use; Rate. Lessee shall not do anything in or about

the Premises which will in any way tend to increase insurance
rates paid by Lessor on policies of liability or casualty
insurance maintained with respect to the Building. In no
event shall Lessee carry on any activities which would
invalidate any insurance coverage maintained by Lessor.

Liability Insurance. Lessor shall during the Lease
Term, at its sole expense, maintain in full force a policy
or policies of comprehensive liability insurance issued by
one or more insurance carriers, insuring against liability
for injury to or death of persons and loss of or damage to
property occuring in or on the Premises and any portion of
the common area which is subject to Lessor's exclusive control.
Said liability insurance shall be in an amount not less than
$500,000.00 combined single limit for bodily and personal
injury and property damage.

Worker's Compensation Insurance. Lessor shall at all
times maintain Worker's Compensation Insurance in compliance
with Washington law.

Casualty Insurance. Lessor shall pay for and shall
maintain in full force and effect during the term of this
lease a standard form policy or policies of fire and extended
coverage with standard form of extended coverage endorsement
covering all exterior glass, whether plate or otherwise,
and all interior glass and stock in trade, trade fixtures,
equipment, tenant improvements and other personal property
located in the Premises and used by Lessor in connectieon
with its business.

Lessor as Additional Insured. Lessor shall be added
as an additional insured to the insurance policies. Lessee
shall furnish Lessor with copies of the insurance policies
and certificates naming Lessor as an additional insured.

The insurance policies also shall provide that they may not
be cancelled or terminated without thirty (30) days prior
written notice to Lessor.

Compliance with Regulations. Lessor shall, at its own




expense, comply with all requirements, including installation
of fire extinguishers, or automatic dry chemical extinguishing
systems, of the insurance underwriters or any governmental
authority having jurisdiction thereover, necessary for the
maintenance of reasonable fire and extended insurance for

the Building.

Waiver or Subrogation. Lessor and Lessee each releases
and relieves the other and waives its entire right of recovery
against the other for loss or damage arising out of or incident
to the perils covered by fire and extended coverage and
liability insurance endorsements approved for use in the
State of Washington which occur in, on or about the Premises,
whether caused by the negligence of either party, their agents,
employers or otherwise. Each party shall obtain from its
insurers provisions permitting waiver of any claim against
the other party for loss or damage within the scope of the
above incurance.

General Requirements. All policies of insurance required
to be carried hereunder by Lessor shall be written by companies
licensed to do business in Washington.

6. Utilities and Permits: Lessee shall pay all utilities
which are separately metered or can be attributed to their
use. This shall include water, electricity, natural gas,
and telephone. Heating of the interior shall be the sole
responsibility of the Lessee.

Lessee shall pay all fees and taxes due any governmental
agency the reason of operating a business on said leased
premises and shall pay personal property taxes on any personal
property which Lessee may maintain in the leased premises.

7. Lessee's Use of Premises: ILessee shall use the Premises
solely for

Secvice + vokeep of  0il trucks  Building™Y
Packing foc 6 oil drucks - lower Yourd. ¢

in a manner that is not offensive to Lessor, and no other
purpose. Lessee shall not use or occupy the Premises in
violation of law or any covenant, condition or restriction
affecting the Building or Project or the certificate of
occupancy issued for the Building or Project, and shall,

upon notice from Lessor, immediately discontinue any use

of the Premises which is declared by any governmental authority
having jurisdiction to be a violation of law or the certificate
of occupancy. Lessee, at Lessee's own cost and expense,

shall comply with all laws, ordinances, regulations, rules
and/or any directions of any governmental agencies or
authorities having jurisdiction which shall, by reason of

the nature of Lessee's use or occupancy of the Premises,

impose any duty upon Lessee or Lessor with respect to the



Premises or its use or occupation. A judgment of any court

of competent jurisdiction, or the admission by Lessee in

any action or proceeding against Lessee that Lessee has violated
any such laws, ordinances, regulations, rules and/or directions
in the use of the Premises shall be deemed to be a conclusive
determination of that fact as between Lessor and Lessee.

Lessor shall not be responsible for any violation of said

rules and regulations by other Lessee or occupants of the
Building or Project. Lessee shall not conduct any activity

in the building or premises to produce Hazardous Material

which can not be stored, collected, and disposed of in
compliance with all Government Agency regulations. Lessee
agrees to hold Lessor harmless from any fines, penalties,

or clean up costs levied by any Governmental Agency for the
production, use, or disposal of Hazardous Material.

8. Security Deposit: Lessee agrees to deposit with
Lessor a Security Deposit of $ ) upon execution
of this Lease, as security for Lessee's faithful performance
of its obligations under this Lease. Lessor and Lessee agree
that the Security Deposit may be commingled with funds of
Lessor and Lessor shall have no obligation or liability for
payment of interest on such deposit.

9. Surrender of Premises: Lessee shall peaceable surrender
the premises to Lessor on the expiration date of this lease,
in broom-clean condition and in as good or better condition
than when Lessee took possession. If Lessee abandons or
surrenders the premises, any of Lessee's property left on
the premises shall be deemed to be abandoned, and, at Lessor's
option, title shall pass to Lessor under this lease. Any
cost of removal of Lessee's property. by Lessor shall be for
the account of Lessee.

10. Sign Control: Lessee shall not affix, paint, erect
or inscribe any sign on the outside of the buildings without
written permission of the Lessor. Lessor has disignated
a certain size and brand of letters allowed on the building.
If Lessee desires such a sign it will be the Lessee's sole
responsibility and cost to affix such a sign.

11. Assignments and Subletting: Lessee shall not have
the right at any time during the original term of this lease
or any extension or renewal thereof, to assign this lease
or to sublet the whole or any portion thereof without the
written consent of Lessor. In the event that Lessor consent
to the subletting of said premises, such subletting and
acceptance by Lessor of any rent or other sum of money from
any sublessee shall not release Lessee from any of its
obligations under this lease.

12. Indemnification: Lessee shall indemnify and hold
harmless the Lessors from any and all liabilities, penalties,
damages, expenses and judgment by reason of any injury or




claim of injury to person or property of any nature and
howsoever caused, arising out of the use, occupation and
contract of the demised premises, or the streets, alleys

and sidewalks adjacent thereto, by Lessee at any time during
the demised term, including those resulting from any work

in connection with alterations, changes, new construction

or demolition. Lessee shall keep in full force and effect
such insurance policies covering liability as will fully
protect Lessor and Lessee against claims or any and all persons
for personal injury, death or property damage occurring in,
on or about the demised premises.

13. Improvements, Alterations and Changes: Lessee shall
keep and maintain the premises by redecorating the interior
as needed during the term of this lease, but shall have no
right to make any major alterations, structural changes to
the building situated upon the leased real property without
first having obtained in writing the consent of the Lessor
to any such improvements, alterations and/or changes and
if such is given, such changes and alterations shall be done
at the sole expense of the Lessee and shall be in accordance
with whatever building code or regulation is in effect by
any government or lawful authority at the time.

14. Attorneys' Fees: If Lessee or Lessor shall bring
any action for any relief against the other, declaratory
or otherwise, arising out of this lease, including any suit
by Lessor for the recovery of rent or possession of the
premises, the prevailing party shall be entitled to an award
of its reasonable attorneys' fees and costs. Such fees and
costs shall include those fees and costs incurred at trial,
on appeal, or in any bankruptcy proceeding.

15. Condemnation: In the event the premises are taken
by any lawful government authority by exercise of the right
of imminent domain, this lease shall terminate and Lessee
shall have no right to share in the award or compensation
paid therefor the value of the land and improvements, but
shall have the right only to negotiate for their loss of
use of the premises for the balance of any term remaining
with such condemning authority.

16. Modifications and Changes: This lease shall not
be changed orally, but only by agreement in writing signed
by both parties thereto.

17. Binding Covenants: All of the covenants, agreements,
terms, conditions, provisions and undertakings in this lease,
or any renewals thereof contained, shall extend to and be
binding upon the heirs, executors, administrators, successors
and assigns of the respective parties hereto, the same as
if they were in every case named and expressed and that the
same shall be construed as covenants running with the land,




and wherever in this lease reference is made to either of

the parties hereto, it shall be held to include and apply

also whenever and wherever application to the heirs, executors,
administrators, personal representatives, successors and
assigns of such party, the same as if in each and every case
so expressed.

IN WITNESS WHEREOF, the parties have executed this lease
in duplicate this |5+ day of se_P-\-Cmber’ 19 43.

Bl Wiy, Sl —

&

Forpaul McConkey Lessor Lessee
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P a lei C North’w est Bremerton ¢ Edmonds ¢ Eugene

_E_ N B E m Portland * Tacoma ¢ Vancouver
C OMP A N Y

“Committed to making warm friends!

June 6, 1997 VIA CERTIFIED MAIL
RETURN RECEIPT REQUESTED

F. Paul McConkey

Bremerton, WA. 98312

Re: Assignment of Lease dated September 1, 1993

Dear Mr. McConkey:

A definitive agreement has been signed for the sale of Pacific Northwest Energy Company’s (“PNEC”)
assets to either Southern Counties Oil Co., a California limited partnership, or an affiliated company
(together “SCOC”).

All of PNEC’s property interests, including the Garage Lease dated September 1, 1993 (the “Lease”),
between you and PNEC (as successor to B & B Oil Heating Services), will be assigned to SCOC. It is
anticipated that the transfer and assignment will occur on or about June 30, 1997, or soon thereafter. Once
the transfer and assignment are completed, SCOC will assume all of PNEC’s rights and obligations under
the Lease, and PNEC will be relieved of all obligations thereunder arising after the effective date of
assignment

For your reference, a copy of SCOC’s press release announcing its purchase of PNEC’s assets is enclosed.
Please indicate your acknowledgment and consent to this assignment by signing and returning to me a

duplicate copy of this letter.

Very truly yours,

Don Kollmansberger Acknowledgment & Consent:
Enclosure By:

F. Paul McConkey

11720 Unoco Road ® P.O. Box 1055 ¢ Edmonds, WA 98020  (206) 775-6200 ¢ Fax: (206) 640-7633
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FOR EDIATE RELEASE

SQUTHERN CO 1L CO. OUNCES THE PURCHASE OF
0SCQ SUBSIDIAR
4 IC NOR T ENERGY CO

ORANGE, California (May 23, 1997) — Soutbern Counties Oil Co, announced it bas agreed to
purchase all the asseis of the Pacific Northwest Evergy Company from Tosco Corporation, Terms
of the agreement were not disclosed except that it Is an all cash transaction and that escrow is
scheduled to close June 30, 1997,

Pacific Northwest Enecgy Company distributes heating oil in portions of Washington and
Oregon. Tosco Corporation receatly acquired Pacific Nortbwest Energy Company when it acquired
UNOCAL's west coast refinlng and marketing ussets

“Qur business is built on strong relationahips with our customers and our suppliers. Because
we do pot manufacture tbe products we sell, we bave always viewed our suppliers as our partners.
We have bad a great relationsbip with Tosco for twenty years and Unocal/76 Products even Jonger,”
said ¥Fraok P. Greinke, CEO and owner of Sonthern Counties Qil Co. "This purchase offers us the
opportunity to increase our diversification and commitment to being the preeminent, full service
energy distributor in the Western Uvited States. 1t also enables us 6 increase our commitment 10
fulfilling our muppliers’ peeds. We ure successful, becnuse we distribute in market niches where our
suppliers do not. We arc constantly looking to exceed our customers’ expectations by providing 2
value added service. Pacific Northwest Evergy i§ a perfect example of a great value added business.
We look forward to getting to know the Northsest, its wonderful people and natural beauty. We
hopé to realize growth in the home heating oil marketshare and to expand our existing commerclal
fuel bnsivess through these nssets,”

Pacific Northwest Energy Company serves several markets in the states of Washington and
Oregou. It has locations in Edmonds, Tacoma, Bremerton, Puyallup, and Bainbridge; Washiogton.
It also serves and has facilities in Portland and Eugene, Oregon. Over the years, Pacific Northwest
Energy acquired local heating oil digtributorabips in those areas. It still operates under the local
names of Paclfic Corst Hemphill, Pacific Coast Oil, Pacific Coast Energy, Hemphill Oil and
Automatic Heat, but they all use the frieudly St. Bernard logo known all over the Northwest as

“Burnie”. All of these operating units will be trapsferred to Southero Counties Oil Co. as part of the
deal,
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Southem Countles Qil Co. is a diversified group of petroleum distribution businesses with
Its main adwinistrative office in Oravge County, but operational rnd seles offices spread throughout
California, Arizona, Nevada, and Oregon. The other Southern Countles Oil Companies are: Total
Euvergy Products; Cardlock Fuels System, Inc,; Flect Fuels, LLC; the Greko Ynternational Ol
Company; and the Asia Paclfic Refining Coosortium, LLC. This diversified geoup of companies
conduct bulk fuel trading (pipeline, paper & terminal), truck & trailer fuel distribution, baobtail
fuel distribution, branded fuel franchislag for Texaco, Arco, 76, and Ultramar, commercial card
fueling through a proprictary network of 200 commercial stations in d western states, as well ng bulk
and packaged lubricant distribution specializing in Shell, Chevron and 76 products . These activitics
are undertaken throughout nine Western states. It zlso bas marketing and distribution efforts
ongoing iu the Republic of Georgia, and the People’s Republic of Laos.

' Founded In 1930 ax a small agricultural fuel consignee for Signal Oil, the company was
pl'x'rcﬁiascd in 1965 by Frank H. Greinke, As Orange County became more urban the company grew
and diveraiﬁed, taking ou the name of Southern Counties Oil Co. in 1976. In 1989, son Frank P.
Greinke became the CEO and in 1995 through estate planning ascended to sole owuership.

Under the leadership of Fraak P. Greiake and his professional management team, the
Southern Counties Oil Companicx have more than doubled in size, since 1992, Last year alone the
business posied an (mpressive 42% gain in profils over the previous year and a 39% increage in
gales. The management team couslgting of Richard Becktel, President - Southern Counties; Bill
Floyd, President -Cardlock Fuels; Ted Honcharik, President - Fleet Fuels; Randy Jones, Vice
President ~Xotal Energy; Pat Barnecut, Vice President - Supply; together with Donald Harper, CPA
the Chief Firancial Officer; and Fred M. Whitaker, Esq, - Vice President General Counsel are
nh’;'vxy.a looklng for ways to Increase Southern Countiey average munual revenues, which are in excess
of '5460,000.000 dollars not lncluding exclse and sales taxes. Pacific Northwest Enerpy Company is
their latest vision, Southern Counties Ol Co. President Richard Becktel, celebrating his 20" year
with the company, will personally oversee the transactiou, and long term integration of Pacific
Nérthwest Energy into the Southiern Counties Oil Companles.

7

Call Fred M. Whitaker, Eaq, at 714- 516-7260 for more information.



S:éjFUELS -

1800 W. Katella Ave., Suite 400
P.O. Box 4159

Orange, CA 92863-4159

(714) 744-7140
www.scfuels.com

October 24, 2005
VIA FEDERAL EXPRESS

Paul McConkey

dba Penn Plaza Industrial Park
1223 McKenzie Avenue
Bremerton, Washington 98421

Paul McConkey

dba Penn Plaza Industrial Park
1725 Pennsylvania Avenue
Bremerton, Washington 98337

Re: Termination of Lease
1725 Pennsylvania Avenue, Bremerton, WA 98337

Dear Mr. McConkey:

As you know, PNEC Corporation has been the tenant on a month-to-month tenancy at the
address of 1725 Pennsylvania Avenue, Bremerton, Washington 98337.

By this letter, PNEC Corporation gives its termination notice of lease to occur on
November 30, 2005.

We intend to comply with paragraph 9 of the Lease, which states “Lessee shall peaceable
surrender the premises to Lessor on the expiration date of this lease, in broom-clean condition
and in as good or better condition than when Lessee took possession.”

We appreciate the relationship we had with you through the years. Thank you.

Very truly yours,

Ae s A3t —

Robert W. Bollar
General Counsel

RWB:tcf





